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Order Flows and the Macroeconomy
Outline:

1. A Micro-Based Macro Model
i. Structure
ii. Equilibrium

2. Empirical Implications
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i. Order Flow and Macro Information
ii. Exchange Rate Returns and Order Flows
iii. Macro Variables and Order Flows

3. Re-Examining the Disconnect Puzzle
i. Measuring Macro Variables
ii. Current Macro Conditions
iii. Future Macro Conditions
iv. Combining the Micro and Macro Evidence



9.1 A Micro-Based Macro Model
Structure
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9.1 A Micro-Based Macro Model
Information Flows

Statistical 
Agency

data releases 
on past macro

Micro conditions

data releases 
on past macro

Delayed 
reporting
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Dealers Agents

FED, ECB

Spot rate quotes

Currency Orders

current interest rates
current interest rates



9.3 Re-Examining the Disconnect Puzzle
Measuring Macro Variables

Real Time estimates of US GDP

Cumulant of GDP releases
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9.3 Re-Examining the Disconnect Puzzle
Current  Macro Conditions
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9.3 Re-Examining the Disconnect Puzzle
Current  Macro Conditions

The second stage regressions 
take the form

From Proposition 4, 
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The R² statistic of 0.23 implies 
that 75% of the explanatory 
power of the order flows for 
excess returns is due to the 
information they convey 
concerning current GDP, the CPI 
and money. stocks.
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9.3 Re-Examining the Disconnect Puzzle
Future Macro Conditions

GDP Inflation M1 Growth

US
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